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EXECUTIVE
SUMMARY

Independent Sponsor economics once varied so widely that every transaction
began with a basic question: what does “market” even mean?

That question is becoming easier to answer.

Citrin Cooperman’s 2026 Independent Sponsor Report shows growing
standardization across transaction fees, management fees, hurdle rates, catch-
ups, and carried-interest structures. Among experienced Sponsors, 60% say it
is easier to negotiate economics with capital providers today than it was three
to five years ago.

This does not mean every transaction follows one formula. It means the basic
components of Independent Sponsor compensation are increasingly
understood and accepted.

As the headline terms become more standardized, the most important
negotiations are moving underneath them: vesting, attribution, fee rollover,
governance, removal rights, dilution, and how future capital affects the
waterfall.

A Sponsor can receive “market” economics and still agree to a structure that
performs very differently from what the headline percentages suggest.
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CLOSING
FEES ARE
INCREASINGLY
ESTABLISHED

Citrin found that only 4% of respondents do not
receive a closing fee, down from 9% in 2018.

The calculation has also become more consistent.

Eighty-seven percent now base closing fees on a
percentage of transaction value, compared with
57% in 2018. A 2% fee is the most common level,
cited by 67% of respondents.
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That clarity benefits both Sponsors and capital
providers. It reduces time spent debating whether
a closing fee is appropriate and allows the
discussion to focus on how much of it will be paid
in cash, rolled into equity, or used to satisfy the
Sponsor’s investment requirement.

The fee is no longer the unusual term. Its
treatment is where the negotiation remains.
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CARRY IS

STANDARDIZING,

BUT NOT

SIMPLIFYING

Carried interest remains the most variable
component of Sponsor economics.

Citrin reports that 60% of respondents can earn
maximum carry of 25% or more. Hurdles between
8% and 9.9% remain the most common, while full
catch-ups are now used by 78% of respondents,
up from 61% in 2019.

The basis for the hurdle is also changing. MOIC-
based hurdles are now more common than IRR-
only structures, and the use of combined MOIC
and IRR tests has increased.
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That shift reflects a real alignment issue.

IRR rewards speed. MOIC rewards total value
creation. A combined structure can prevent a
Sponsor from receiving a higher tier solely
because an investment was exited quickly, while
also recognizing strong returns that compound
over a longer period.

But combined tests can also make carry harder to
earn. The definitions, measurement dates,
treatment of interim distributions, and order of
operations matter as much as the stated hurdle.
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VESTING AND
REMOVAL
PROVISIONS
DETERMINE
DURABILITY

A Sponsor’s right to carry may depend on
remaining involved throughout the investment.

That makes vesting, termination, and removal
provisions central to the economics.

What happens if the capital provider removes the
Sponsor from the board? What constitutes cause?
Does carry continue to vest if the Sponsor is no
longer managing the company? Is vested carry
protected after a disagreement? Can future
dilution reduce the Sponsor’s economics?

These questions rarely appear in the headline
description of a deal. They determine whether the
Sponsor’s long-term participation is secure.
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LARGER DEALS
CAN CREATE

PERCENTAGE

PRESSURE

As Independent Sponsors pursue larger
transactions, capital providers may push for
lower carry percentages because they are
contributing more equity or managing capital
on behalf of their own LPs.
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A lower percentage does not necessarily mean
worse economics. A smaller share of a larger
outcome may still produce a greater dollar return.

But Sponsors should be careful not to evaluate
economics only in projected dollars. Larger deals
can require more work, longer holding periods,
additional governance, and greater exposure to
dilution or follow-on capital.

Scale should not erase alignment.
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WHAT ACTUALLY
MATTERS NOW

01

Benchmark closing
fees, management
fees, hurdles, catch-
ups, and carry
separately.

02

Focus on definitions,
vesting, removal rights;
and dilution rather
than relying on the
headline carry
percentage.

03

Model how the
waterfall performs
across different exit
dates and return
outcomes.

Independent Sponsor economics are becoming easier to
discuss because the market now understands the basic

structure.

That is progress.

It also means sophisticated negotiations are moving past
whether Sponsors should receive fees and carry and toward
the conditions under which they actually keep and earn them.

Market terms create a starting point.

The documents determine the outcome.

Citrin Cooperman, 2026 Independent Sponsor Report
Ropes & Gray, The Rise of Independent Sponsors: Evolution, Economics, and Opportunity
McGuireWoods, Independent Sponsor Deal Survey
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04

Evaluate economics
against the Sponsor’s
full pre-close and
post-close
responsibilities.
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DISCLAIMER

This presentation does not constitute an offer to sell or the solicitation of an offer to purchase any security. Recipients of this presentation agree that none of
Independent Sponsor News (“ISN”) or its affiliates or its or their respective partners, members, employees, officers, directors, agents, or representatives shall have
any liability for any misstatement or omission of fact or any opinion expressed herein. Each recipient further agrees that it will (i) not copy, reproduce, or distribute
this presentation, in whole or in part, to any person or party including any employee of the recipient other than an employee directly involved in evaluating an
investment in any funds (the “Fund or Funds”) without the prior written consent of ISN; and (ii) keep permanently confidential all information contained herein that is
not already public. The information contained herein is preliminary, is provided for discussion purposes only, is only a summary of key information, is not complete,
and does not contain certain material information about the Fund, including important conflicts disclosures and risk factors associated with an investment in the
Fund, and is subject to change without notice. Any offer, sale or solicitation of interests with respect to the Fund will be made only pursuant to the Fund’s confidential
private placement memorandum (the “Memorandum”), limited partnership agreement, and subscription agreement, and will be subject to the terms and conditions
contained in such documents in accordance with applicable securities laws. This presentation is qualified in its entirety by reference to the Fund’s Memorandum,
including without limitation all of the cautionary statements and risk factors set forth therein, the limited partnership agreement and the subscription agreement
related thereto, copies of all of which will be made available in the future to qualified investors upon request and should be read carefully prior to any investment in
the Fund. The information in this presentation is not presented with a view to providing investment advice with respect to any security, or making any claim as to the
past, current or future performance thereof, and ISN expressly disclaims the use of this presentation for such purposes. Each recipient should consult its own
advisers as to legal, business, tax and other related matters concerning an investment in the Fund. Past performance is not necessarily indicative, or a guarantee, of
future results. Information about the Fund and prior investments made by ISN is provided solely to illustrate ISN’ investment experience, and processes and
strategies. Such information is not intended to be indicative of the Fund’s future results. There can be no assurance that the Fund will achieve comparable results as
those presented or that the Fund will be able to implement its investment strategy or achieve its investment objective. Investors in the Fund may lose part or all of
their invested capital. Statements contained in this presentation are based on current expectations, estimates, projections, opinions and beliefs of ISN as of the date
hereof. Such statements involve known and unknown risks and uncertainties, and undue reliance should not be placed thereon. Neither ISN nor any of its affiliates
makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained herein and nothing contained herein
should be relied upon as a promise or representation as to past or future performance of the Fund or any other entity. Unless otherwise noted, the information
contained herein is unaudited and may be preliminary and subject to change, and ISN and its members, partners, stockholders, managers, directors, officers,
employees and agents do not have any obligation to update any of such information. Certain figures in this presentation have been rounded. In addition, certain
information contained herein has been obtained from published and non-published sources and / or prepared by third-parties, and in certain cases has not been
updated through the date hereof. While such information is believed to be reliable for the purposes of this presentation, ISN assumes no responsibility for the
accuracy or completeness of such information and such information has not been independently verified by it. Certain information contained herein constitutes
“forward-looking statements,” which can be identified by the use of terms such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,” “continue,”
“expects,” “anticipates,” “projects,” “future,” “targets,” “i plans,” “believes,” “estimates” (or the negatives thereof) or other variations thereon or comparable
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intends,
terminology. Forward looking statements are subject to a number of risks and uncertainties, some of which are beyond the control of ISN, including among other
things, the risks listed in the Memorandum. Actual results, performance, prospects or opportunities could differ materially from those expressed in or implied by the
forward-looking statements. Additional risks of which ISN is not currently aware also could cause actual results to differ. In light of these risks, uncertainties and
assumptions, prospective investors should not place undue reliance on any forward-looking statements. The forward-looking events discussed in this presentation
may not occur. ISN undertakes no obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.
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